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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

This Quarterly Report on Form 10-Q includé&sward-looking statementsiithin the meaning of Section 27A of
the Securities Act of 1933 and Section 21E of teeufities Exchange Act of 1934, as amended (“Exgaaict”)
including, in particular, the statements aboutgans, strategies and prospects under the he&dkmg 2.
Management'’s Discussion and Analysis of Financahdition and Results of Operationsf Part | — Financial
Information of this Form 10-Q. Forward-looking statents involve many risks and uncertainties andesspan
expectation or belief and contain a projectionnmaassumption with regard to, among other things future
revenues, income, expenses or capital structuh Satements of future events or performance @trguarantees
of future performance and involve estimates, assiompand uncertainties. The words “could,” “maigfedict,”
“anticipate,” “would,” “believe,” “estimate,” “exp&t,” “forecast,” “project,” “objective,” “intend,™continue,”
“should,” “plan,” and similar expressions, or thegatives thereof, are intended to identify forwkraking
statements unless the context requires otherwise.

” ow ” o« ” o« ” W n

Some important factors that could cause our actsallts or outcomes to differ materially from thakscussed in
the forward-looking statements include, but arelimated to:

= fluctuations in customer growth and demand;

= impacts of weather on retail sales and wholesategr

= impacts of renewable energy generation, naturapgass and other market factors on wholesale grice

= weather-related damage to our electrical system;

= fuel and other input costs;

= generating unit availability and capacity;

= transmission and distribution system reliabilitglarapacity;

= purchased power costs and availability;

= availability and price of capacity;

= regulatory action, including, but not limited tbgtreview of our basic rates and charges by thiarad
Utility Regulatory Commission (“IURC");

= federal and state legislation and regulations;

= changes in our credit ratings or the credit ratioigEhe AES Corporation (“AES”);

= fluctuations in the value of pension plan assédstfdations in pension plan expenses and our wldlit
fund defined benefit pension and other post-retmeinplans;

= changes in financial or regulatory accounting petic

= environmental matters, including costs of compleandth current and future environmental laws and
requirements;

= interest rates and other costs of capital;

= the availability of capital;

= the use of derivative contracts;

= labor strikes or other workforce factors;

= facility or equipment maintenance, repairs andtehpxpenditures;

= significant delays associated with large constancgirojects;

= |ocal economic conditions, including the fact ttie local and regional economies have struggleslitiir
the recession and weak economic climate the pasydéars and may face uncertainty in the future;

= catastrophic events such as fires, explosions retbecks, terrorist acts, acts of war, pandeméngsy or
natural disasters such as floods, earthquakesdoes, severe winds, ice or snow storms, droughtgher
similar occurrences;

= costs and effects of legal and administrative pedo®gs, audits, settlements, investigations anidheland
the ultimate disposition of litigation;

= industry restructuring, deregulation and compatitio

= issues related to our participation in the Midcoatit Independent System Operator, Inc. (“MISQO”),
including the cost associated with membership aedécovery of costs incurred; and

= product development and technology changes.

Most of these factors affect us through our codstéid subsidiary Indianapolis Power & Light Comp#iigL”).
All such factors are difficult to predict, containcertainties that may materially affect actualibssand many are
beyond our control. Except as required by the faldscurities laws, we undertake no obligationublicly update
or review any forward-looking information, whethaes a result of new information, future events teowise. If
one or more forward-looking statements are updatednference should be drawn that additional ugslatill be
made with respect to those or other forward-looldtajements.
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PART | — FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

IPALCO ENTERPRISES, INC. and SUBSIDIARIES
Unaudited Condensed Consolidated Statements of Ince
(In Thousands)

Three Months Ended,
June 30,

Six Months Ended,

June 30,

2014 2013

2014 2013

UTILITY OPERATING REVENUES $ 314,160 299,569

$ 669,463 $626,586

UTILITY OPERATING EXPENSES:

Operation:
Fuel 97,844 94,092 201,942 199,799
Other operating expenses 55,393 58,778 117,512 113,549
Power purchased 26,384 18,073 64,132 41,284
Maintenance 32,778 29,092 64,751 54,107
Depreciation and amortization 46,380 45,455 92,435 90,505
Taxes other than income taxes 11,004 11,403 23,212 23,280
Income taxes - net 11,203 10,893 27,762 29,317
Total utility operating expenses 280,986 267,786 591,746 551,841
UTILITY OPERATING INCOME 33,174 31,783 77,717 74,745
OTHER INCOME AND (DEDUCTIONS):
Allowance for equity funds used during construction 1,350 889 2,963 1,611
Miscellaneous income and (deductions) - net (566) (648) (1,541) (1,185)
Income tax benefit applicable to nonoperating ineom 5,397 5,236 11,151 11,104
Total other income and (deductions) - net 6,181 5,477 12,573 11,530
INTEREST AND OTHER CHARGES:
Interest on long-term debt 26,659 26,463 53,099 52,513
Other interest 466 433 919 862
Allowance for borrowed funds used during constitti (749) (511) (1,732) (921)
Amortization of redemption premiums and expenseeint 1,316 1,287 2,635 2,572
Total interest and other charges - net 27,69227,672 54,921 55,026
NET INCOME 11,663 9,588 35,369 31,249
LESS: PREFERRED DIVIDENDS OF SUBSIDIARY 804 804 1,607 1,607
NET INCOME APPLICABLE TO COMMON STOCK 10,859 8,784 $ 33,762 $ 29,642

See notes to unaudited condensed consolidateccfalatatements.



IPALCO ENTERPRISES, INC. and SUBSIDIARIES
Unaudited Condensed Consolidated Balance Sheets
(In Thousands)

June 30, December 31,
2014 2013
ASSETS
UTILITY PLANT:
Utility plant in service 4,527,535 4,478,752
Less accumulated depreciation 2,208,567 2,149,994
Utility plant in service - net 2,318,968 2,328,758
Construction work in progress 279,724 207,727
Spare parts inventory 14,428 15,774
Property held for future use 1,002 1,002
Utility plant - net 2,614,122 2,553,261
OTHER ASSETS:
Nonutility property - at cost, less accumulategmciation 525 528
Other investments 6,094 5,902
Other assets - net 6,619 6,430
CURRENT ASSETS:
Cash and cash equivalents 127,786 19,067
Accounts receivable and unbilled revenue (lelssvahce
for doubtful accounts of $2,011 and $1,982peetively) 144,624 143,408
Fuel inventories - at average cost 50,909 54,763
Materials and supplies - at average cost 58,443 58,067
Deferred tax asset - current 8,996 11,990
Regulatory assets 5,227 2,409
Prepayments and other current assets 38,396 23,247
Total current assets 434,381 312,951
DEFERRED DEBITS:
Regulatory assets 361,583 369,447
Miscellaneous 48,884 31,976
Total deferred debits 410,467 401,423
TOTAL 3,465,589 3,274,065
CAPITALIZATION AND LIABILITIES
CAPITALIZATION:
Common shareholder's equity:
Paid in capital 168,149 61,468
Accumulated deficit (22,732) (13,694)
Total common shareholder's equity 145,417 47,774
Cumulative preferred stock of subsidiary 59,784 59,784
Long-term debt 1,950,537 1,821,713
Total capitalization 2,155,738 1,929,271
CURRENT LIABILITIES:
Short-term debt (Note 5) 50,000 50,000
Accounts payable 98,373 99,966
Accrued expenses 22,658 27,417
Accrued real estate and personal property taxes 18,850 19,224
Regulatory liabilities 19,349 12,436
Accrued interest 30,385 29,691
Customer deposits 26,688 26,241
Other current liabilities 26,239 12,200
Total current liabilities 292,542 277,175
DEFERRED CREDITS AND OTHER LONG-TERM LIABILITIES:
Regulatory liabilities 598,223 585,753
Accumulated deferred income taxes - net 324,959 332,363
Non-current income tax liability 6,867 6,734
Unamortized investment tax credit 5,945 6,661
Accrued pension and other postretirement benefits 38,076 93,680
Asset retirement obligations 42,442 41,381
Miscellaneous 797 1,047
Total deferred credits and other long-terabilities 1,017,309 1,067,619
COMMITMENTS AND CONTINGENCIES (Note 7)
TOTAL 3,465,589 3,274,065

See notes to unaudited condensed consolidateccfal@atements.



IPALCO ENTERPRISES, INC. and SUBSIDIARIES
Unaudited Condensed Consolidated Statements of Cafows
(In Thousands)

Six Months Ended,

June 30,
2014 2013
CASH FLOWS FROM OPERATIONS:
Net income 35369 $ 31,249
Adjustments to reconcile net income to net caslviged by operating activities:
Depreciation and amortization 92,923 90,810
Amortization of regulatory assets 1,618 1,729
Amortization of debt premium 465 435
Deferred income taxes and investment tax cemjitstments - net 10 (3,665)
Allowance for equity funds used during constiarT (2,840) (1,490)
Change in certain assets and liabilities:
Accounts receivable (1,216) 10,404
Fuel, materials and supplies 3,477 (4,986)
Income taxes receivable or payable 16,602 (9,136)
Financial transmission rights (10,167) (9,682)
Accounts payable and accrued expenses (23,094) 1,306
Accrued real estate and personal property taxes (374) 137
Accrued interest 694 (2,589)
Pension and other postretirement benefit exgens (55,603) (49,715)
Short-term and long-term regulatory assetsliahilities 4,299 28,031
Prepaids and other current assets (5,955) (6,534)
Other - net (228) 639
Net cash provided by operating activi 55,980 76,943
CASH FLOWS FROM INVESTING ACTIVITIES:
Capital expenditures - utility (118,007) (86,043)
Project development costs (15,445) (2,230)
Grants under the American Recovery and Reinvestet of 2009 - 891
Cost of removal, net of salvage (2,479) (2,884)
Other (46) 43
Net cash used in investing activil (135,977) (90,223)
CASH FLOWS FROM FINANCING ACTIVITIES:
Short-term debt borrowings 105,000 129,000
Short-term debt repayments (105,000) (129,000)
Long-term borrowings, net of discount 128,358 169,728
Retirement of long-term debt, including make-vehptovision - (110,377)
Dividends on common stock (42,800) (29,900)
Equity contribution from AES 106,400 -
Preferred dividends of subsidiary (1,607) (1,607)
Deferred financing costs paid (1,548) (1,636)
Other (87) 2)
Net cash provided by financing activit 188,716 26,206
Net changein cash and cash equivalents 108,719 12,926
Cash and cash equivalents at beginning of period 19,067 18,487
Cash and cash equivalents at end of period 127,786 $ 31,413
Supplemental disclosures of cash flow information:
Cash paid during the period for:
Interest (net of amount capitalized) 51,575 $ 55,067
Income taxe - $ 31,00(
As of June 30,
2014 2013
Non-cash investing activities:
Accruals for capital expenditures 24,548 $ 43,621

See notes to unaudited condensed consolidatectfalatatements.



IPALCO ENTERPRISES, INC. and SUBSIDIARIES
Unaudited Condensed Consolidated Statements of Conam Shareholder's Equity (Deficit)
and Noncontrolling Interest
(In Thousands)

Total Common Cumulative
Accumulated Shareholder's  Preferred Stock of
Paid in Capital Deficit Equity (Deficit) Subsidiary
2013
Beginning Balance $ 11,811 $ (15,030) $ (3,219) $ 59,784
Comprehensive Income attributable to common stock:
Net income applicable to common stock 29,642 29,642
Distributions to AES (29,900) (29,900)
Contributions from AES 327 327
Balance at June 30, 2013 $ 12,138 $ (15,288) $ (3,150) $ 59,784
2014
Beginning Balance $ 61,468 $ (13,694) $ 47,774 $ 59,784
Comprehensive Income attributable to common stock:
Net income applicable to common stock 33,762 33,762
Distributions to AES (42,800) (42,800)
Contributions from AES 106,681 106,681
Balance at June 30, 2014 $ 168,149 $ (22,732) $ 145,417 $ 59,784

See notes to unaudited condensed consolidatecfalatatements.



IPALCO ENTERPRISES, INC. and SUBSIDIARIES
Notes to Unaudited Condense@onsolidated Financial Statements

For a list of certain abbreviations or acronymsduisethe Notes to Unaudited Condensed Consolidgiteghcial
Statements, sétem 1B. Defined Termsincluded in Part | — Financial Information of tierm 10-Q.

1. ORGANIZATION

IPALCO Enterprises, Inc. (“IPALCQO”) is a holding mpany incorporated under the laws of the statadiiha.
IPALCO is a wholly-owned subsidiary of The AES Corgtion (“AES”). IPALCO was acquired by AES in Marc
2001. IPALCO owns all of the outstanding commorcktof its subsidiaries. Substantially all of IPALGO
business consists of the generation, transmisdistribution and sale of electric energy condud¢tedugh its
principal subsidiary, Indianapolis Power & Light @pany (“IPL"). IPL was incorporated under the lasighe
state of Indiana in 1926. IPL has more than 470r@@dll customers in the city of Indianapolis amdghboring
cities, towns and communities, and adjacent ruedsall within the state of Indiana, the mostatispoint being
approximately forty miles from Indianapolis. IPLshan exclusive right to provide electric servicéhtose
customers. IPL owns and operates two primarily-fioadl generating plants, one combination coal gasHfired
plant and two combustion turbines at a separaettsitt are all used for generating electricity.’ et electric
generation design capability for winter and sumis&,241 Megawatts (“MW") and 3,123 MW, respectivel

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying Unaudited Condensed Consolidatethé&ial Statements (the “Financial Statement<iuide
the accounts of IPALCO, IPL and Mid-America CapRasources, Inc., a non-regulated wholly-owned igidry
of IPALCO. All significant intercompany amounts lealveen eliminated. The accompanying Financial Biaités
are unaudited; however, they have been preparacciordance with accounting principles generallyeptad in the
United States of America for interim financial infieation and in conjunction with the rules and regjohs of the
Securities and Exchange Commission. Accordinglgy tho not include all of the disclosures requirga@bcounting
principles generally accepted in the United Stafesmerica for annual fiscal reporting periodstie opinion of
management, all adjustments of a normal recurraigre necessary for fair presentation have bedanded. The
electric utility business is affected by seasonehthier patterns throughout the year and, theretfoeegperating
revenues and associated operating expenses agemarated evenly by month during the year. Theaedited
Financial Statements have been prepared in acamedeith the accounting policies described in IPALE@nnual
Report on Form 10-K for the year ended DecembeRB13 (“2013 Form 10-K") and should be read in cofion
therewith. Certain prior period amounts have beefassified to conform to current year presentation

Use of Management Estimates

The preparation of financial statements in confymiith accounting principles generally acceptethia United
States of America requires that management makaicestimates and assumptions that affect thertegho
amounts of assets and liabilities and disclosumafingent assets and liabilities at the datdeffinancial
statements. The reported amounts of revenues gqrahses during the reporting period may also betaffieby the
estimates and assumptions that management is edgoimake. Actual results may differ from thosinestes.

New Accounting Pronouncements

In April 2014, the Financial Accounting StandardsaBl (“FASB”) issued Accounting Standards UpdafeSUt”)
2014-08, Presentation of Financial Statements (Topic 205) Broperty, Plant, and Equipment (Topic 360):
Reporting Discontinued Operations and DisclosureBigposals of Components of an Entigffective for annual
and interim periods beginning after December 1342@SU 2014-08 updates the definition of discameih
operations by limiting discontinued operations mipg to disposals of components of an entity tearesent
strategic shifts that have (or will have) a majfiee on an entity’s operations and financial résuih addition, an
entity will be required to expand disclosures faacdntinued operations by providing more informatadout the
assets, liabilities, revenues and expenses of mliseeed operations both on the face of the findrstetements and
in the notes to the financial statements. For thpasal of an individually significant componentaof entity that
does not qualify for discontinued operations reipgrtsuch entity will be required to disclose thetpx profit or
loss of the component in the notes to the finarstetements. This ASU is not expected to have anmheffect on
our overall results of operations, financial pasitbr cash flows.
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In May 2014, the FASB issued ASU 2014-@®evenue from Contracts with Customers (Topic 8@&kctive for
annual and interim periods beginning after DecemBe2016, with retrospective application. The qariaciple of
this ASU is that an entity should recognize reveiougepict the transfer of promised goods or ses/io customers
in an amount that reflects the consideration toctvitihe entity expects to be entitled in exchangehfose goods or
services. Because the guidance in this ASU is jpies-based, it can be applied to all contracté witstomers
regardless of industry-specific or transaction-fffiefact patterns. Additionally, the guidance régs improved
disclosures to help users of financial statemeettebunderstand the nature, amount, timing, aceéainty of
revenue that is recognized. We have not yet deteminihe extent, if any, to which our overall reswit operations,
financial position or cash flows may be affectedty implementation of this accounting standard.

3. FAIR VALUE MEASUREMENTS
Fair Value Hierarchy

FASB Accounting Standards Codification (“ASC”) 8@6fined and established a framework for measuairg f
value and expanded disclosures about fair valuesanements for financial assets and liabilities tratadjusted to
fair value on a recurring basis and/or financialeas and liabilities that are measured at fairezal a nonrecurring
basis, which have been adjusted to fair value dutie period. In accordance with ASC 820, we hategorized
our financial assets and liabilities that are aidigo fair value, based on the priority of thelitgpto the valuation
technique, following the three-level fair valueraieehy prescribed by ASC 820, as follows:

Level 1 - unadjusted quoted prices for identicakgs or liabilities in an active market.

Level 2 - inputs from quoted prices in markets vehieading occurs infrequently or quoted pricesstruments
with similar attributes in active markets.

Level 3 - unobservable inputs reflecting managefaawn assumptions about the inputs used in prithiegasset or
liability.

As of June 30, 2014 and December 31, 2013, alPALICO’s financial assets or liabilities adjustedado value on
a recurring basis (excluding pension assets — s¢& & ‘Pension and Other Postretirement Beng&fitgere
considered Level 3, based on the above fair valkraifthy. These primarily consisted of financiahgmission
rights, which are used to offset MISO congestioarghs. Because the benefit associated with finbmaiagsmission
rights is a flow-through to IPL’s jurisdictional stomers, IPL records a regulatory liability matchthe value of the
financial transmission rights. In addition, IPALQf@d one financial asset, a nonutility investmebaated for
using the cost method of accounting, which is messat fair value on a nonrecurring basis, agaimngusevel 3
measurements. No adjustments were made to thischgseg the periods covered by this report. Altludse
financial assets and liabilities were not mateidahe Financial Statements in the periods covbyeithis report,
individually or in the aggregate.

Whenever possible, quoted prices in active marketsised to determine the fair value of our finalnicistruments.
Our financial instruments are not held for tradamgpther speculative purposes. The estimated &irevof financial
instruments has been determined by using availabi&et information and appropriate valuation metiodies.
However, considerable judgment is required in prteting market data to develop the estimates ovlue.
Accordingly, the estimates presented herein armeo¢ssarily indicative of the amounts that we doedlize in a
current market exchange. The use of different niaaksumptions and/or estimation methodologies raag la
material effect on the estimated fair value amaunts

Cash Equivalents
As of June 30, 2014 and December 31, 2013, ouregivalents consisted of money market funds. aivevalue

of cash equivalents approximates their book valietd their short maturity (Level 1), which was $Lillion and
$5.4 million as of June 30, 2014 and December B132respectively.



Indebtedness

The fair value of our outstanding fixed-rate dels$ been determined on the basis of the quoted byaiikes of the
specific securities issued and outstanding. Bectading of our debt occurs somewhat infrequentiy,consider
the fair values to be Level 2. Accordingly, the mse of this disclosure is not to approximate tilee on the basis
of how the debt might be refinanced.

The following table shows the face value and tleviaue of fixed-rate and variable-rate indebtesintor the
periods ending:

June 30, 2014 December 31, 2013
Face Value Fair Value Face Value Fair Value
(In Millions)
Fixed-rate $ 1,955.% 2,184.1% 1,825.3% 1,941.8
Variable-rate 50.0 50.0 50.0 50.0
Total indebtedness $ 2,005.3% 2,234.1% 1,875.3% 1,991.8

The difference between the face value and the iceyrmalue of this indebtedness represents unaneartizscounts
of $4.8 million and $3.6 million at June 30, 20Mldecember 31, 2013, respectively.

4. SHAREHOLDER'S EQUITY

On June 27, 2014, IPALCO received an equity capiatribution of $106.4 million from AES for fundimeeds
related to IPL’s environmental and replacement ggien projects. IPALCO then made the same equaipyital
contribution to IPL.

5. INDEBTEDNESS
Line of Credit

In May 2014, IPL entered into an amendment andtestent of its 5-year $250 million revolving crefitility (the
“Credit Agreement”) with a syndication of banks.i§ redit Agreement is an unsecured committeddineredit to
be used (i) to finance capital expenditures, @ijefinance indebtedness under the existing ceggléement, (iii) to
support working capital and (iv) for general cogterpurposes. This agreement matures on May 6, 20ii%ears
interest at variable rates as described in theiCAggdeement. It includes an uncommitted $150 wiillaccordion
feature to provide IPL with an option to requesirammease in the size of the facility at any timeidg the term of
the agreement, subject to approval by the lenéeigr to execution, IPL and IPALCO had existing get banking
relationships with the parties in this agreemestoAJune 30, 2014 and December 31, 2013, IPL bad n
outstanding borrowings on the committed line ofidre

IPL First Mortgage Bonds

In June 2014, IPL issued $130 million aggregateqgipial amount of first mortgage bonds, 4.50% Sedas June
2044. Net proceeds from this offering were appratety $126.8 million, after deducting the initialrphasers’
discounts and fees and expenses for the offeripghjp@ by IPL. The net proceeds from the offerind e used (i)
to finance a portion of IPL’s construction progrdii),to finance a portion of IPL’s capital costdated to
environmental and replacement generation projextgid) for other general corporate purposes.
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6. PENSION AND OTHER POSTRETIREMENT BENEFITS

The following table (in thousands) presents infaiorafor the six months ended June 30, 2014, rejab the
Employees’ Retirement Plan of Indianapolis Powdright Company and the Supplemental Retirement Bfan

Indianapolis Power & Light Company (the “Pensioarid’):

Net funded status of plans:
Net funded status at December 31, 2013, before tagjustments

Net benefit cost components reflected in net furgtatlis during first quarte

Service cost

Interest cost

Expected return on assets

Employer contributions during quarter

Net funded status at March 31, 2014, before tax adgtments

Net benefit cost components reflected in net furgtatlis during second quar

Service cost

Interest cost

Expected return on assets

Employer contributions during quarter

Net funded status at June 30, 2014, before tax adjtments

Regulatory assets related to pensiofts

Regulatory assets at December 31, 2013, before @djustments
Amount reclassified through net benefit cost:

Amortization of prior service cost

Amortization of net actuarial loss

Regulatory assets at March 31, 2014, before tax adjitments
Amount reclassified through net benefit cost:

Amortization of prior service cost

Amortization of net actuarial loss

Regulatory assets at June 30, 2014, before tax adjments

(89,127)

(1,808)
(7,788)
10,473
54,100

(34,150)

(1,807)
(7,789)
10,473

(33,273)

191,783

(1,213)
(2,429)

188,141

(1,213)
(2,426)

$

184,502

@ Amounts that would otherwise be charged/creditetidcumulated Other Comprehensive Income or Loss @pplication of ASC 715,
“Compensation — Retirement Benefits,” are recor@ed regulatory asset or liability because IPLHist®rically recovered and currently

recovers pension and other postretirement benegféreses in rates. These are unrecognized amouritslye recognized as components of

net periodic benefit costs.
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Pension Expense

The following table presents net periodic benefgtdnformation relating to the Pension Plans coradi

For the Three Months Ended, For the Six Months Endéd,

June 30, June 30,
2014 2013 2014 2013
(In Thousands) (In Thousands)

Components of net periodic benefit cost:

Service cost $ 1,80% 2,2993% 3,615% 4,598
Interest cost 7,789 7,090 15,577 14,181
Expected return on plan assets (10,473) (9,572) (20,946) (19,144)
Amortization of prior service cost 1,213 1,229 2,426 2,458
Amortization of actuarial loss 2,426 5,684 4,855 11,368
Net periodic benefit cost $ 2,762% 6,730% 5,527% 13,461

In addition, IPL provides postretirement healthechenefits to certain active or retired employaestae spouses
of certain active or retired employees. These ptistment health care benefits and the relatedjatitin were not
material to the Financial Statements in the peramered by this report.

7. COMMITMENTS AND CONTINGENCIES
Legal Loss Contingencies

IPALCO and IPL are involved in litigation arising the normal course of business. While the resdlssich
litigation cannot be predicted with certainty, mgeaent believes that the final outcome will notdvavmaterial
adverse effect on IPALCO's results of operatioimgricial condition, or cash flows. Amounts accroeeéxpensed
for legal or environmental contingencies collediiv@uring the periods covered by this report hastbheen
material to the Financial Statements of IPALCO.

Environmental Loss Contingencies

We are subject to various federal, state, regiandllocal environmental protection and health aidtg laws and
regulations governing, among other things, the gatima, storage, handling, use, disposal and tiateion of
hazardous materials; the emission and discharpazzrdous and other materials into the environnzett;the
health and safety of our employees. These lawseqdations often require a lengthy and complexess of
obtaining and renewing permits and other governaientthorizations from federal, state and locahaggs.
Violation of these laws, regulations or permits casult in substantial fines, other sanctions, jerewvocation
and/or facility shutdowns. We cannot assure thahaxe been or will be at all times in full compliawith such
laws, regulations and permits.

New Source Review

In October 2009, IPL received a Notice of ViolatiSNOV”) and Finding of Violation from the U.S.
Environmental Protection Agency (“EPA”) pursuanttie U.S. Clean Air Act (“CAA”) Section 113(a). TINOV
alleges violations of the CAA at IPL’s three prinhacoal-fired electric generating facilities dagibback to 1986.
The alleged violations primarily pertain to Preventof Significant Deterioration and nonattainmletw Source
Review requirements under the CAA. Since receitimgletter, IPL management has met with the EPf sta
regarding possible resolutions of the NOV. At tiiise, we cannot predict the ultimate resolutiothi$ matter.
However, settlements and litigated outcomes oflaingiases have required companies to pay civil liesainstall
additional pollution control technology on coalefir electric generating units, retire existing gatieg units, and
invest in additional environmental projects. A sanioutcome in this case could have a material @nhpa our
business. We would seek recovery of any operatirggpital expenditures related to air pollutionttoh
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technology to reduce regulated air emissions; hewetiere can be no assurances that we would lcesgfal in
that regard. IPL has recorded a contingent lighikfated to this matter.

8. INCOME TAXES

On March 25, 2014, the State of Indiana enacteat8eBill 001, which phases in an additional 1.6%urtion to
the state corporate income tax rate that was ligitieeing reduced by 2% in accordance with Indi@uale 6-3-2-1.
While the statutory state income tax rate remairis26% for the calendar year 2014, the deferredbédances were
adjusted according to the anticipated reversatwiporary differences. The change in required dedetaixes on
plant and plant-related temporary differences teduh a reduction to the associated regulatorgtaxfs$5.6

million. The change in required deferred taxes om-property-related temporary differences whichreoeprobable
to cause a reduction in future base customer ragested in a tax benefit of $1.2 million.

IPALCO's effective combined state and federal inediax rates were 34.8% and 33.0% for the threesend
months ended June 30, 2014, respectively, as campar39.2% and 38.1% for the three and six moartioded
June 30, 2013, respectively. The decrease in fhetizle tax rates versus the comparable periodgwasrily the
result of the $1.2 million state income tax bendéiscribed above and an increase in the allowanmaeglity funds
used during construction in 2014.

9. RELATED PARTY TRANSACTIONS

In December 2013, an agreement was signed, eféedéimuary 1, 2014, whereby AES U.S. Services, 1th€ (
“Service Company”) is to provide services includamrounting, legal, human resources, informatichrielogy
and other corporate services on behalf of compdh#&sare part of the AES U.S. Strategic Businesis (JJ.S.
SBU"), including among other companies, IPALCO #RH. The Service Company allocates the costs fesedh
services based on cost drivers designed to restdiriand equitable allocations. This includesueimg that the
regulated utilities served, including IPL, are sabsidizing costs incurred for the benefit of negwiated
businesses. Total costs incurred by the Servicepaasnduring the first six months of 2014 on bebélfPALCO
were $13.6 million. IPALCO had a prepaid balanc&&b million to the Service Company as of June280.4.

10. SEGMENT INFORMATION

Operating segments are components of an entefprisehich separate financial information is avaiéabnd is
evaluated regularly by the chief operating decisi@aker in assessing performance and deciding haldcate
resources. Substantially all of our business ctmsisthe generation, transmission, distributiod aale of electric
energy conducted through IPL which is a verticaitggrated electric utility. IPALCO’s reportable $iness
segments are utility and nonutility. The nonutiligtegory primarily includes the $400 million 023% Senior
Secured Notes due April 1, 2016, and the $400oniltif 5.00% Senior Secured Notes due May 1, 2018;
approximately $6.2 million and $6.9 million of ndility cash and cash equivalents, as of June 304 2(d
December 31, 2013, respectively; short-term angd-kenm nonutility investments of $5.1 million anf.8 million
at June 30, 2014 and December 31, 2013, respggtard income taxes and interest related to thesasi
Nonutility assets represented less than 1% of IP@IsQotal assets as of June 30, 2014 and Decenh@033.
Net income for the utility segment was $51.2 milland $46.9 million for the six-month periods endade 30,
2014 and 2013, respectively, and $19.8 million &hd.8 million for the three-month periods endede]&8, 2014
and 2013, respectively. The accounting policiethefidentified segments are consistent with thadieips and
procedures described in the summary of signifie@ebunting policies. Intersegment sales, if ang,gemerally
based on prices that reflect the current markeditioms.
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ITEM 1B. DEFINED TERMS

DEFINED TERMS

The following is a list of frequently used abbreigas or acronyms that are found in this Form 10-Q:

2013 Form 10-K

AES

ASC

ASU

BACT

BTA

CAA

CCB

CCGT

CPCN

Credit Agreement

CSAPR

CWA

DSM

ELGs

EPA

FAC

FASB

FERC

Financial Statements

GHG
IDEM
IPALCO
IPL
IURC
kWh
MATS
MW
MISO
NOV
NPDES
Pension Plans

PSD

RSG

SEA 340

Service Company
U.S. SBU

IPALCO’s Annual Report on Form 10 the year ended December 31,
2013
The AES Corporation
Accounting Standards Codification
Accounting Standards Update
Best Achievable Control Technology
Best Technology Available
U.S. Clean Air Act
Coal Combustion Byproducts
Combined Cycle Gas Turbine
Certificate of Public Convenience and Necgssit
$250,000,000 Revolving Credit R#es Amended and Restated Credit
Agreement by and among Indianapolis Power & Lighimpany, the
Lenders Party thereto, PNC Bank, National Assamatas Administrative
Agent, PNC Capital Markets LLC, as Sole Bookrurared Sole Lead
Arranger, Fifth Third Bank, as Syndication Agendd@&MO Harris Bank
N.A., as Documentation Agent, Dated as of May @,£20
Cross-State Air Pollution Rule
U.S. Clean Water Act
Demand Side Management
Effluent Limitation Guidelines
U.S. Environmental Protection Agency
Fuel Adjustment Clause
Financial Accounting Standards Board
Federal Energy Regulatory Commission
Unaudited Condensed Consetidédhancial Statements of IPALGO
“Item 1. Financial Statementdhcluded in Part | — Financial Information
of this Form 10-Q
Greenhouse Gas
Indiana Department of Environmental Management
IPALCO Enterprises, Inc.
Indianapolis Power & Light Company
Indiana Utility Regulatory Commission
Kilowatt hours
Mercury and Air Toxics Standards
Megawatt
Midcontinent Independent System Operator, Inc.
Notice of Violation
National Pollutant Discharge Elimination &yst
Employees’ Retirement Plan of InglialsPower & Light Company and
Supplemental Retirement Plan of Indianapolis Pagveight Company
Prevention of Significant Deterioration
Revenue Sufficiency Guarantee
Senate Enrolled Act 340
AES U.S. Services, LLC
AES U.S. Strategic Business Unit
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND
RESULTS OF OPERATIONS

The following discussion and analysis should bel i@aconjunction with the Financial Statements Hrelnotes
thereto included ifiltem 1. Financial Statementsihcluded in Part | — Financial Information of tlierm 10-Q.
The following discussion contains forward-lookirtgtements. Our actual results may differ materifathyyn the
results suggested by these forward-looking state&sn@tease se€autionary Note Regarding Forward — Looking
Statements'at the beginning of this Form 10-Q. For a listeftain abbreviations or acronyms used in this
discussion, sedtem 1B. Defined Termstncluded in Part | — Financial Information of thisrm 10-Q.

RESULTS OF OPERATIONS

The electric utility business is affected by seasaveather patterns throughout the year and, tbexethe operating
revenues and associated expenses are not genevatdg by month during the year.

Comparison of three months ended June 30, 2014 attdree months ended June 30, 2013
Utility Operating Revenues

Utility operating revenues during the three morghded June 30, 2014 increased by $14.6 million emetpto the
same period in 2013, which resulted from the follaychanges (dollars in thousands):

Three Months Ended

June 30, Percentage

2014 2013 Change Change
Utility Operating Revenues:
Retail Revenues $ 288,782 $ 271,267 $ 17,515 6.5%
Wholesale Revenues 20,239 23,502 (3,263) (13.9%)
Miscellaneous Revenues 5,139 4,800 339 7.1%
Total Utility Operating Revenues $ 314,160 $ 299,569 $ 14,591 4.9%
Heating Degree Days:
Actual 512 488 24 4.9%
30-year Average 507 524
Cooling Degree Days:
Actual 342 355 (13) (3.7%)
30-year Average 339 309

The increase in retail revenues of $17.5 milliorsywamarily due to a net increase in the weighteztage price per
kilowatt hours (“kWh”) sold ($17.4 million), whileetail volumes were flat. The $17.4 million increas the
weighted average price of retail kWh sold was prilpaue to increases in fuel revenues of $14.4ioniland
environmental rate adjustment mechanism revenu#2.8fmillion. The increase in fuel revenues watigléy

offset by increases in purchased power and fues@ssdescribed below. Likewise, the vast majaitthe
increases in environmental rate adjustment mectmargsenues are offset by increased operating ergens

The decrease in wholesale revenues of $3.3 millias primarily due to a 12% decrease in the quaafiigWh sold
($2.9 million) as IPL’s coal-fired generation haseh called upon by MISO to produce electricity lefen during
the second quarter of 2014 versus the comparabiledpd his was primarily due to an increase in getaates
during the second quarter of 2014 versus the coaby@period. Our ability to be dispatched in theSRImarket is
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primarily impacted by the locational marginal prifeelectricity and variable generation costs. @hwunt of
electricity available for wholesale sales is impadby our retail load requirements, our generatepacity and unit
availability.

Utility Operating Expenses

The following table illustrates our primary openatiexpense changes from the three months ende®0yu2613 to
the three months ended June 30, 2014 (in millions):

Operating expenses for the three months ended Jurd®, 2013 $ 267.8
Increase in power purchased 8.3
Decrease in pension expenses (4.0)
Increase in fuel costs 3.8
Increase in maintenance expenses 3.7
Increase in depreciation and amortization 0.9
Other miscellaneous variances - 0.5
Operating expenses for the three months ended Ju3®, 2014 $ 281.0

The $8.3 million increase in purchased power casts primarily due to a 48% increase in the markieeof
purchased power ($8.8 million). The market pricpwfchased power is influenced primarily by charigabe
market price of delivered fuel (primarily naturals), the price of environmental emissions allowantiee supply
of and demand for electricity, and the time of dawhich power is purchased. In the comparableggistithe
increase in natural gas prices had the largestatrgrathe market price of purchased power. Themelof power
we purchase each period is primarily influenceabiyretail demand, our generating unit capacity @umages as
well as that at times it is less expensive forausuy power in the market than to produce it owesl

The $4.0 million decrease in pension expenses,hnkincluded in Other operating expensesn our Unaudited
Condensed Consolidated Statements of Income,risapity due to a $3.3 million decrease in the redogph
actuarial loss.

The $3.8 million increase in fuel costs is primadle to fuel price increases of $7.7 million as tbsult of
variances between estimated fuel costs in our Adigistment Clause (“FAC”) and actual fuel costs. We
generally permitted to recover underestimated dosts to serve our retail customers in future rettesugh the
FAC proceedings and, therefore, the costs arem@efevhen incurred and amortized into expense irséimee period
that our rates are adjusted to reflect these cBatsially offsetting this increase was a $4.1ionlldecrease in the
guantity of fuel consumed as the result of a desaéa wholesale sales volume in the comparabl@g@eri

Maintenance expenses increased $3.7 million veargisomparable period primarily due to increasedges. The

increase in depreciation and amortization cos®0d® million was primarily due to additional assglsced in
service.
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Comparison of six months ended June 30, 2014 and shonths ended June 30, 2013
Utility Operating Revenues

Utility operating revenues during the six monthdeth June 30, 2014 increased by $42.9 million coethtr the
same period in 2013, which resulted from the follaychanges (dollars in thousands):

Six Months Ended

June 30, Percentage

2014 2013 Change Change
Utility Operating Revenues:
Retail Revenues $ 617,485 $ 577,144 $ 40,341 7.0%
Wholesale Revenues 41,352 39,624 1,728 4.4%
Miscellaneous Revenues 10,626 9,818 808 8.2%
Total Utility Operating Revenues  $ 669,463 $ 626,586 $ 42,877 6.8%
Heating Degree Days:
Actual 3,985 3,426 559 16.3%
30-year Average 3,217 3,379
Cooling Degree Days:
Actual 342 355 (13) (3.7%)
30-year Average 343 309

The increase in retail revenues of $40.3 milliors\ywamarily due to a net increase in the weighteztage price per
kWh sold ($23.3 million) and a 4% increase in tbh&ume of kWh sold ($17.0 million). The $23.3 milliancrease
in the weighted average price of retail kWh soldwamarily due to increases in fuel revenues &.@3nillion,
Demand Side Management (“DSM") program rate adjestrmechanism revenues of $4.3 million, and
environmental rate adjustment mechanism revenu$.afmillion; partially offset by unfavorable blocate and
other retail variances of $14.1 million. The ingean fuel revenues was partially offset by incesais purchased
power costs as described below. Likewise, the magbrity of the increase in DSM rate adjustment nagdism
revenues was offset by increased operating expenkesunfavorable block rate variances were masdthjbuted to
our declining block rate structure, which generaligvides for residential and commercial custonetse charged
a lower per kWh rate at higher consumption levElerefore, as volumes increase, the weighted aggydge per
kwh decreases. The $17.0 million increase in themae of electricity sold was primarily due to calde
temperatures in our service territory during thmstfquarter of 2014 versus the comparable perisdiémonstrated
by the 16% increase in heating degree days, asrshbaowe).

The increase in wholesale revenues of $1.7 millvas primarily due to a 20% increase in the weiglatestage
price per kWh sold ($6.9 million) partially offsey a 13% decrease in the quantity of kwh sold ($&ilzon). We
believe the higher market prices in 2014 were Hgaviluenced by the impact the colder temperatirad on
demand for electricity in the MISO wholesale markaar ability to be dispatched in the MISO marleeprimarily
impacted by the locational marginal price of elieity and variable generation costs. The amoureftricity
available for wholesale sales is impacted by otailrkvad requirements, our generation capacity @mitl
availability.
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Utility Operating Expenses

The following table illustrates our primary opengtiexpense changes from the six months ended Dyr2933 to
the six months ended June 30, 2014 (in millions):

Operating expenses for the six months ended June 31013 $ 551.8
Increase in power purchased 22.8
Increase in maintenance expenses 10.6
Decrease in pension expenses (7.9)
Increase in DSM program costs 4.4
Increase in fuel costs 2.1
Increase in depreciation and amortization costs 1.9
Other miscellaneous variances - 6.0
Operating expenses for the six months ended June 31014 $ 591.7

The $22.8 million increase in purchased power casts primarily due to a 33% increase in the mapkiee of
purchased power ($18.9 million) and a 6% increaghe volume of power purchased during the pergd](
million). The market price of purchased power iuenced primarily by changes in the market pritdalivered
fuel (primarily natural gas), the price of enviroemtal emissions allowances, the supply of and ddrfanm
electricity, and the time of day in which powepisrchased. In the comparable periods, the incrieasatural gas
prices, which we believe were heavily influencedly 16% increase in heating degree days, hadtbedt impact
on the market price of purchased power. The volafower we purchase each period is primarily ieflced by
our retail demand, our generating unit capacity amtadges as well as that at times it is less expeffisr us to buy
power in the market than to produce it ourselvagiiy the comparable periods, retail sales incbaghich
accounted for the majority of the increase in pasgd power volume.

Maintenance expenses increased $10.6 million véhgusomparable period primarily due to the timémgl
duration of major generating unit overhauls andeased outages, as well as higher storm-relateciipg
expenses of $3.8 million largely due to winter stsrat the beginning of the year.

The $7.9 million decrease in pension expenses,hwhkimcluded in Other operating expensesn our Unaudited
Condensed Consolidated Statements of Income,rigapify due to a $6.5 million decrease in the redogph
actuarial loss.

The increase in DSM program costs of $4.4 millwhich are recoverable through customer ratestribated to
the continued implementation of IPL’s energy effitty program initiatives. The increase in DSM pangrcosts is
correlated to an increase in DSM program rate aaieist mechanism retail revenues.

The $2.1 million increase in fuel costs is primadue to fuel price increases of $2.3 million ass bsult of
variances between estimated fuel costs in our FAdCaatual fuel costs. We are generally permittecttover
underestimated fuel costs to serve our retail costs in future rates through the FAC proceedingt drerefore,
the costs are deferred when incurred and amoriizedexpense in the same period that our rateadjtsted to
reflect these costs.

The increase in depreciation and amortization amis$d.9 million was primarily due to additionalsass placed in
service.
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LIQUIDITY AND CAPITAL RESOURCES

As of June 30, 2014, we had unrestricted cash asld equivalents of $127.8 million and availablerbaing
capacity of $249.3 million under our $250 millionsecured revolving credit facility after outstargllmorrowings
and existing letters of credit. All of IPL’s longsim borrowings must first be approved by the I[URG the
aggregate amount of IPL’s short-term indebtednasst ime approved by the Federal Energy Regulatory
Commission (“FERC"). We have approval from the FER®orrow up to $500 million of short-term indethtess
outstanding at any time through July 28, 2016. éc&nber 2013, we received an order from the IURDtarg us
authority through December 31, 2016 to, among dthiags, issue up to $425 million in aggregate @pal amount
of long-term debt (inclusive of $130 million of IFltst mortgage bonds issued in June 2014), refieamp to
$171.9 million in existing indebtedness, and hgueai$500 million of long-term credit agreements #iguidity
facilities outstanding at any one time. We alsoeh@aastrictions on the amount of new debt that neisbued due to
contractual obligations of AES and by financial en&nt restrictions under our existing debt oblwzi We do not
believe such restrictions will be a limiting faciarour ability to issue debt in the ordinary cauof prudent
business operations.

We believe that existing cash balances, cash gekeftmm operating activities and borrowing capaoit our
committed credit facility will be adequate for tfiweseeable future to meet anticipated operatipgeses, interest
expense on outstanding indebtedness and recuapitatexpenditures, and to pay dividends to AE&ir&es for
principal payments on outstanding indebtednesshandecurring capital expenditures are expectecttolttained
from: (i) existing cash balances; (ii) cash gereidtom operating activities; (iii) borrowing cajigwn our
committed credit facility; and (iv) additional deirtancing. In addition, due to current and expddteure
environmental regulations, it is expected that goeapital will continue to be used as a significkmding source.
AES has approved significant equity investment®infor its proposed nonrecurring capital expenaisufrom
2013 through 2017; however, AES is under no cotuedobligation to provide such equity capital andre can be
no assurance we will receive capital contributionthe amounts, or at the times, funding may beired. On June
27, 2014, IPALCO received an equity capital conttitn of $106.4 million from AES for funding neendated to
IPL’s environmental and replacement generationgatsj IPALCO then made the same equity capitalritrion
to IPL.

Line of Credit

In May 2014, IPL entered into an amendment andtestent of its 5-year $250 million revolving crefitility (the
“Credit Agreement”) with a syndication of banks.ig redit Agreement is an unsecured committeddineredit to
be used (i) to finance capital expenditures, @ijefinance indebtedness under the existing cegpgléement, (iii) to
support working capital and (iv) for general cogterpurposes. This agreement matures on May 6, 20i%ears
interest at variable rates as described in theiCAggeement. It includes an uncommitted $150 wiilaccordion
feature to provide IPL with an option to requesirammease in the size of the facility at any timeidg the term of
the agreement, subject to approval by the lenéeigr to execution, IPL and IPALCO had existing get banking
relationships with the parties in this agreemestoAJune 30, 2014 and December 31, 2013, IPL bad n
outstanding borrowings on the committed line ofidre

IPL First Mortgage Bonds

In June 2014, IPL issued $130 million aggregateqgipial amount of first mortgage bonds, 4.50% Sedas June
2044. Net proceeds from this offering were appratety $126.8 million, after deducting the initgalrchasers’
discounts and fees and expenses for the offeripgha by IPL. The net proceeds from the offerint be used (i)
to finance a portion of IPL’s construction progrdii),to finance a portion of IPL’s capital costated to
environmental and replacement generation projextqid) for other general corporate purposes.

Capital Requirements
Capital Expenditures

Our construction program is composed of capitakexiitures necessary for prudent utility operatiand
compliance with environmental laws and regulatiasng with discretionary investments designecefilace
aging equipment or improve overall performance. €apital expenditures totaled $118.0 million ané.88million
for the six-month periods ended June 30, 2014 @18 Zespectively. The increase in capital expenes of $32.0
million in 2014 versus 2013 was primarily drivendpending to comply with our environmental conginre
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program. Construction expenditures during the firstmonths of 2014 and 2013 were financed pripavith
internally generated cash provided by operatioos,0wings on our credit facility, long-term borrawgs, and in
2014 with an equity capital contribution from AES.

Our capital expenditure program, including develeptrand permitting costs, for the three-year pefioth 2014

to 2016 is currently estimated to cost approxinya$di53 million (excluding environmental compliarexed
replacement generation costs). It includes apprataiy $255 million for additions, improvements andensions to
transmission and distribution lines, substatiomsygr factor and voltage regulating equipment, iigtion
transformers and street lighting facilities. Theital expenditure program also includes approxihgei&63 million
for power plant-related projects and $35 million éher miscellaneous equipment.

In addition to the amounts listed above, IPL plenspend an additional $385 million for the thresayperiod from
2014 to 2016 to comply with the Mercury and Air TesxStandards (“MATS”) rule (IPL plans to spendtat of
$511 million for this project, including amountseddy expended). IPL also plans to spend $626omithn
replacement generation costs through 2017 as H ofshe retirement of existing facilities not egped with
advanced environmental control technologies reduimecomply with existing and expected regulatiddéthis
amount, $611 million is projected to be spent mtfiree-year period from 2014 to 2016. In additl®h, will incur
significant costs for compliance with other envimmental regulations, including the National PollutBischarge
Elimination System (“NPDES”) permit program undee 1J.S. Clean Water Act (“CWA"). The costs for NPBE
are still being reviewed and are expected to bemnaduring the forecast period.

Common Stock Dividends

All of IPALCO'’s outstanding common stock is held AfS. During the first six months of 2014 and 2048, paid
$42.8 million and $29.9 million, respectively, iividlends to AES. Future distributions will be detémed at the
discretion of our board of directors and will deggmimarily on dividends received from IPL. Dividisfrom IPL
are affected by IPL’s actual results of operatidimgncial condition, cash flows, capital requirerts regulatory
considerations, and such other factors as IPL’sdbofdirectors deems relevant.

Pension Funding

We contributed $54.1 million and $49.7 million teetPension Plans during the first six months of28id 2013,
respectively. We currently do not expect to makditamhal pension funding payments in 2014. Fundorghe
qualified Employees’ Retirement Plan of Indianap®bwer & Light Company is based upon actuarially
determined contributions that take into accountaim®unt deductible for income tax purposes andnimémum
contribution required under the Employee Retirentiecome Security Act of 1974, as amended by thesiBan
Protection Act of 2006, as well as targeted fundéwgls necessary to meet certain thresholds.

Regulatory Matters
MISO Real Time Revenue Sufficiency Guarantee

MISO collects Revenue Sufficiency Guarantee (“RS&iarges from market participants to pay for getieara
dispatched when the costs of such generation dneoovered in the market clearing price. Overthst several
years, there have been disagreements betweenstetdgarties regarding the calculation methodofogRSG
charges and how such charges should be allocatéd tndividual MISO participants, including IPLnder the
methodology currently in effect, RSG charges hétle kffect on IPL’s financial statements as tlastvmajority of
such charges are considered to be fuel costs ang@eoverable through IPL’s FAC, while the remaimaie being
deferred for future recovery in accordance withegally accepted accounting principles. However |theC’s
orders in IPL’'s FAC 77, 78 and 79 proceedings apgidPL’s FAC factor on an interim basis, subjectafund,
pending the outcome of a FERC proceeding regafd®@ charges and any subsequent appeals therefram. |
recent FAC proceeding, IPL requested that the stibjerefund designation be removed and that FAC7/87and 79
proceedings be made final with no modificationsk-ébruary 2014, the IURC issued an order approNgihés
request.

Demand-Side Management

In March 2014, legislation, referred to as the $fmrolled Act 340 (“SEA 340”), was approved th#Hectively
ended the IURC's energy efficiency targets esthbtisin a 2009 statewide Generic DSM Order. AlthoBg&#A 340
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puts an end to established efficiency targets,WitlL.continue to offer cost-effective energy eficicy and demand
response programs as one of many resources tofumeret demand for electricity.

Environmental Matters

We are subject to various federal, state, regiandllocal environmental protection and health afdtg laws and
regulations governing, among other things, the gaima, storage, handling, use, disposal and tiateton of
hazardous materials; the emission and discharpazardous and other materials into the environnzamt;the
health and safety of our employees. These lawsegulations often require a lengthy and complexess of
obtaining and renewing permits and other governaientthorizations from federal, state and locahaggs.
Violation of these laws, regulations or permits casult in substantial fines, other sanctions, pewhit revocation
and/or facility shutdowns.

MATS

Several lawsuits challenging the MATS rule haverbied by other parties and consolidated intorals
proceeding before the U.S. Court of Appeals forQisrict of Columbia Circuit. In April 2014, the.B. Court of
Appeals issued an opinion upholding the MATS rilemerous states and two trade groups have petititiree
U.S. Supreme Court to review this opinion; howeitds, unclear whether this opinion will be sucdalig
appealed. We currently cannot predict the outcoftki® litigation, or its impact, if any, on our M"S compliance
planning.

On June 20, 2014, IPL contemporaneously filed imevaequest or in the alternative, a complaintwtite FERC
requesting a waiver or changes to MISO rules thiaallow IPL to keep 216 MW of reliable capacityailable at
its Eagle Valley generating station from June 1,%ahrough April 15, 2016. Both of these filinggjuest that the
FERC either waive or reform certain requirementthefMISO tariff for failing to address the specifi
circumstances resulting from compliance with MATEL maintains that MISO has not addressed sevspads of
the issue created by the disconnect between the3/@mpliance deadline and the end of the MISO [ptenyear
for capacity purposes (the difference between A8jl2016, and June 1, 2016).

Unit Retirements and Replacement Generation

In addition to the generating units IPL retiredhie second quarter of 2013, IPL has several otheegting units
that we expect to retire or refuel by 2017. Thesiésware primarily coal-fired and represent 472 M¥\het capacity
in total. To replace this generation, IPL filedetifion and case-in-chief with the IURC in April 2B seeking a
Certificate of Public Convenience and NecessityqGIN") to build a 550 to 725 MW combined cycle gabine
(“CCGT") at its Eagle Valley Station site in Indmand to refuel Harding Street Station Units 5 @rficom coal to
natural gas (about 100 MW net capacity each). liy RI2l4, IPL received an order on the CPCN fromitheC
authorizing the refueling project and granting awai to build a 644 to 685 MW CCGT at a total buidgfe$649
million. The current estimated cost of these prigjéx $626 million. IPL was granted authority t@a® post in-
service allowance for debt and equity funds useathdwconstruction and to defer the recognition @pikciation
expense of the CCGT and refueling project untihstime that we are allowed to collect both a retamd
depreciation expense on the CCGT and refuelingeptojhe CCGT is expected to be placed into seimideril
2017, and the refueling project is expected todrepieted in early 2016. The costs to build and afgethe CCGT
and for the refueling project, other than fuel spstill not be recoverable by IPL through rateslihe conclusion
of a base rate case proceeding with the IURC #fteassets have been placed in service.

Environmental Wastewater Requirements

In August 2012, the Indiana Department of EnvirontaeManagement (“IDEM”) issued NPDES permits te th
IPL Petersburg, Harding Street, and Eagle Valleyegating stations, which became effective in Oat@fd 2.
NPDES permits regulate specific industrial wastewand storm water discharges to the waters oahadunder
Section 402 of the Federal Water Pollution Confall or Federal Clean Water Act (“CWA”"). These petsrset
new water quality-based levels of acceptable neffhient water discharges for the Petersburg andliHg Street
facilities, as well as monitoring and other requiests designed to protect aquatic life, with falirpliance with
the new metal effluent limitations required by Qo0 2015. In April 2013, IPL received an extendiothe
compliance deadline through September 2017 fordPMdrding Street and Petersburg facilities by ajorders
with IDEM.
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IPL is conducting studies to determine what operei changes and/or additional equipment will lmpiired to
comply with the new limitations. In developing @smpliance plans, IPL must make assumptions abeut t
outcomes of future Federal rulemakings with respecbal combustion residuals (expected in Decer2ba4),
cooling water intake and wastewater effluents (etgukin September 2015). We will seek and expestdover
through our environmental rate adjustment mecharésiy operating or capital expenditures relatecbtapliance
with these NPDES permit requirements. Recoverpnes$e¢ costs is expected to be sought through aanaditatute
that allows for 80% recovery of qualifying costsaigh a rate adjustment mechanism with the remaired®rded
as a regulatory asset to be considered for reconehe next base rate case proceeding; howewae ttan be no
assurances that we will be successful in that cedardight of the uncertainties at this time, vannot predict the
impact of these permit requirements on our conatdid results of operations, cash flows, or findraadition, but
it is expected to be material.

In June 2013, the EPA published proposed rulesymamy known as “Effluent Limitation Guidelines” 8ELGSs,”

to reduce toxic pollutants discharged into watersMay power plants. The proposed ELGs are intenulegpdate

the existing technology-based rules for controlling discharge of pollutants from various wastesstrs associated
with steam electric generating facilities. It i@ tearly to determine whether the final versionhaf ELGs will
materially impact IPL or its current or future NPBBermits. Under a consent decree, the EPA is nedjth

finalize the ELGs by September 2015.

In June 2014, the EPA along with the U.S. Army GaspEngineers issued a proposed rule definingwters of
the U.S. This rulemaking has the potential to im@diqprograms under the CWA. Expansion of regulate
waterways is possible based on initial review efphoposal, which may impact several permittinggpams.
Although we cannot at this time determine the tignim impact of compliance with any new regulatiomsye
stringent regulations could have a material impacour operations and/or consolidated financialltes

Climate Change Legislation and Regulation

The EPA issued proposed carbon dioxide emissidas far existing power plants on June 2, 2014. Utide
proposed rule, called the Clean Power Plan, stedetd be judged against state-specific carbon dex@missions
targets beginning in 2020, with an expected tot&l. ower section emissions reduction of 30% fr@®52levels
by 2030. For Indiana specifically, the Clean PoRikan proposes 2020-2029 interim reduction goalspsoposed
2030 final reduction goals of 1,607 pounds of carbdmxide per megawatt hour and 1,531 pounds difarar
dioxide per megawatt hour, respectively. The predasile requires states to submit implementatianpto meet
the standards set forth in the rule by June 3062@ith the possibility of one or two-year extemsainder certain
circumstances. The proposed rule will be subjeet poiblic comment process during the course ofyibés, after
which time the EPA is expected to finalize it bysident Obama’s June 1, 2015 deadline. Among thiegs, we
could be required to make efficiency improvemeateur existing facilities. However, it is too somndetermine
what the rule, and Indiana’s corresponding stafgeémentation plan, will require once both are fired, whether
they will survive judicial and other challengesdahso, whether and when the rule and Indianatsssponding
state implementation plan would materially impaat business, operations or financial condition.

In addition, in October 2013, the U.S. Supreme €granteccertiorari for several cases that address the EPA’s
authority to issue Greenhouse Gas (“GHG”) PreventibSignificant Deterioration (“PSD”) permits undgection
165 of the CAA. In June 2014, the U.S. Supreme Qualeed that the EPA had exceeded its statutorfyaity in
issuing the so-called “Tailoring Rule” under Sentib5 of the CAA by regulating all sources that téeadi GHGs.
However, the U.S. Supreme Court also held thaEf& could impose GHG Best Achievable Control Tedbgy
("BACT”) requirements for sources already requitedmplement PSD for other pollutants. Therefoféyture
modifications to IPL’s sources require PSD reviewdther pollutants, it may also trigger GHG BACT
requirements. The EPA has issued guidance on wh@fTBentails for the control of GHG and individughtes are
now required to determine what controls are regliioe facilities within their jurisdiction on a cady-case basis.

There is some uncertainty with respect to the impaGHG rules on IPL. The Tailoring Rule will niquire us to
implement BACT until we construct a new major s@uoc make a major modification of an existing maource,
and the proposed New Source Performance Stand&P$”) will not require us to comply with an emmss
standard until we construct a new electric genegatinit. The planned CCGT at Eagle Valley is expét¢b comply
with the applicable BACT requirements under thddraig Rule and the proposed NSPS limit. We dohaote any
other major modifications of an existing sourcelans to construct a new major source at this timéght of
these uncertainties, we cannot predict the impiitteoEPA’s current and future GHG regulations on o
consolidated results of operations, cash flowdinancial condition, but they could be material.
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Cross-State Air Pollution Rule

In April 2014, the U.S. Supreme Court reversed B22fecision by the D.C. Circuit Court that had tadahe
Cross-State Pollution Rule (“CSAPR”) and remandedddase back to the D.C. Circuit Court for furtheyceedings
consistent with the U.S. Supreme Court decisioduime 2014, the U.S. Department of Justice, onlbehthe

EPA, filed a motion with the D.C. Circuit Courtlifi the current stay on CSAPR. Assuming CSAPReisstated,
the EPA is expected to establish new effectiveddtecompliance with the required reduced emissienels. We
are unable to determine the full impact of the sitement of CSAPR until the D.C. Circuit Court déinel EPA take
further action. The timeline for further proceeding currently unknown; however, we believe the mky have a
material impact on IPL.

Coal Combustion Byproducts

In the course of operating our coal-fired genetpiatilities, we produce coal combustion byprodt&CB”),
including fly ash and bottom ash. In 2010, the g®dposed a rule to regulate CCB, which we belieighin
require additional CCB handling, processing andasje equipment, or both. The EPA has agreed te is$unal
rule by December 2014. While we cannot at this tasmate the impact and costs associated withefutu
regulations of CCB, we believe the impact on owgragions and consolidated financial results coeldriaterial.

Cooling Water Intake Regulations

We use water as a coolant at our generating fasiliunder the CWA, cooling water intake structuesrequired
to reflect the Best Technology Available (“BTA”)rfaninimizing adverse environmental impact. On M&y 2014,
the EPA announced its final standards to protebtdind other aquatic organisms drawn into cooliatemsystems
at large power plants and other industrial faeititiThe standards, based on Section 316(b) of\th&, €Cequire
subject facilities to choose amongst seven BTAamstito reduce fish impingement. In addition, féieili that
withdraw water from a source water body above amim volume and utilize at least 25% of the withwinavater
for cooling purposes must conduct studies to apsishitting authorities to determine whether anddite-
specific controls, if any, would be required toued entrainment of aquatic organisms. This decigiogess would
include public input as part of permit renewal ermit modification. It is possible this process lcoresult in the
need to install closed-cycle cooling systems (aesgcle cooling towers), or other technology. Finathe
standards require that new units added to an egigdicility are required to reduce both impinge nemd
entrainment that achieves one of two alternativetetnational BTA standards for entrainment. has yet
possible to predict the total impacts of this rederal rule at this time, including any challengessuch final rule
and the outcome of any such challenges. Howevadditional capital expenditures are necessary, ¢bald be
material. We would seek recovery of these capipeaditures; however, there is no guarantee we chvoel
successful in that regard.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURE ABO  UT MARKET RISK

Not applicable pursuant to General Instruction khef Form 10-Q.
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ITEM 4. CONTROLS AND PROCEDURES

We maintain disclosure controls and proceduresdtetiesigned to ensure that information requindsktdisclosed
in the reports that we file or submit under the8ities Exchange Act of 1934, is recorded, proagssemmarized
and reported within the time periods specifiedh@ Securities and Exchange Commission’s rules amdsf, and
that such information is accumulated and commuedtéd the principal executive officer and princifimhncial
officer, as appropriate, to allow timely decisioagarding required disclosures.

Evaluation of Disclosure Controls and Procedures

We carried out an evaluation, under the superviaimhwith the participation of our management,udeig the
principal executive officer and principal financafficer, of the effectiveness of our “disclosuentrols and
procedures” (as defined in the Exchange Act RuBzs115(e) and 15-d-15(e)), as required by paragfiapbf the
Exchange Act Rules 13a-15 or 15d-15, as of Jun@@D4. Our management, including the principal etiee
officer and principal financial officer, is engageda comprehensive effort to review, evaluate iamatove our
controls; however, management does not expecbthradisclosure controls or our internal controlgofinancial
reporting will prevent all errors and all fraud.cAntrol system, no matter how well designed andatpd, can
provide only reasonable, not absolute, assurarateéth control system’s objectives will be met.tRar, the design
of a control system must reflect the fact thatehame resource constraints, and the benefits dfasmmust be
considered relative to their costs. In additiory emaluation of the effectiveness of controls ikjeat to risks that
those internal controls may become inadequatetindiperiods because of changes in business comglitbr that
the degree of compliance with the policies or pdoces deteriorates. We have interests in certasonsolidated
entities. As we do not control or manage thesdiestiour disclosure controls and procedures vesipect to such
entities is generally more limited than those wentaan with respect to our consolidated subsidarie

Based upon the controls evaluation performed, theipal executive officer and principal financificer have
concluded that as of June 30, 2014, our disclosomérols and procedures were effective to provasonable
assurance that material information relating tawd our consolidated subsidiaries is recorded,gased,
summarized and reported within the time periodgi§ipd in the Securities and Exchange Commissionlss and
forms and that such information is accumulated@mmunicated to the principal executive officer gnithcipal
financial officer, as appropriate, to allow timalgcisions regarding required disclosures.

Changes in Internal Controls

In the course of our evaluation of disclosure amistand procedures, management considered cantaimal
control areas in which we have made and are cdntirto make changes to improve and enhance conBated
upon that evaluation, the principal executive @ffiand principal financial officer concluded thiag¢ite were no
changes in our internal controls over financialoripg identified in connection with the evaluatieguired by
paragraph (d) of the Exchange Act Rules 13a-1%5dr15 that occurred during the six months endee Bin 2014
that have materially affected, or are reasonakbjlyito materially affect, our internal controlsemfinancial
reporting.
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PART Il - OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

Please see Note @Commitments and Contingencie the Financial Statements for a summary of §icanit legal
proceedings involving us. We are also subject tdime litigation, claims and administrative procegs arising in
the ordinary course of business, none of which aliebe, based on currently available informatioiil rgsult in a
material adverse effect on our results of operatifinancial condition, or cash flows.

ITEM 1A. RISK FACTORS

There have been no material changes to the ristrfaas previously disclosed in the 2013 Form 10-K.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

Not applicable pursuant to General Instruction khef Form 10-Q.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

Not applicable pursuant to General Instruction khef Form 10-Q.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.

ITEM 5. OTHER INFORMATION

None.

ITEM 6. EXHIBITS

Exhibit No. Document
4.1 Sixty-Second Supplemental Indenture, dated asre 1, 2014
31.1 Certification by Chief Executive Officer reced by Rule 13a-14(a) or 15d-14(a)
31.2 Certification by Principal Financial Officexquired by Rule 13a-14(a) or 15d-14(a)
32 Certification required by Rule 13a-14(b) or 1Btb)

101.INS  XBRL Instance Document (furnished herewistprovided in Rule 406T of Regulation S-T)

101.SCH XBRL Taxonomy Extension Schema Documemhi$hed herewith as provided in Rule 406T of
Regulation S-T)

101.CAL XBRL Taxonomy Extension Calculation LinklealBocument (furnished herewith as provided in
Rule 406T of Regulation S-T)

101.DEF  XBRL Taxonomy Extension Definition LinkbaSecument (furnished herewith as provided in
Rule 406T of Regulation S-T)

101.LAB XBRL Taxonomy Extension Label Linkbase Dawnt (furnished herewith as provided in Rule
406T of Regulation S-T)

101.PRE XBRL Taxonomy Extension Presentation LiskbBocument (furnished herewith as provided in
Rule 406T of Regulation S-T)
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdéport to be
signed on its behalf by the undersigned thereualp authorized.

IPALCO ENTERPRISES, INC.
(Registrant)

Date:_ Auqust 6, 2014 /sl Craig L. Jackson
Craig L. Jackson
Chief Financial Officer
(Principal Financial Officer)

Date:_ August 6, 2014 /s/ Kurt A. Tornquist
Kurt A. Tornquist
Controller
(Principal Accounting Officer)
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Exhibit 31.1

Certification Pursuant to Rule 13a-14(a) or 15d-14) of the Securities Exchange Act of 1934

I, Kenneth J. Zagzebski, certify that:

1.
2.

| have reviewed this quarterly report on Form 18fQPALCO Enterprises, Inc. (the “registrant”);
Based on my knowledge, this report does not corBajnuntrue statement of a material fact or omgtéde
a material fact necessary to make the statemerde,nralight of the circumstances under which such
statements were made, not misleading with respetiet period covered by this report;

Based on my knowledge, the financial statementsoéimer financial information included in this repo
fairly present in all material respects the finahciondition, results of operations and cash floivhe
registrant as of, and for, the periods presentedisnreport;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disaie
controls and procedures (as defined in ExchangdRitts 13a-15(e) and 15d-15(e)) and internal cbntro
over financial reporting (as defined in Exchange Rales 13a-15(f) and 15d-15(f)) for the registrandl
have:

(a) Designed such disclosure controls and proceduresused such disclosure controls and
procedures to be designed under our supervisiaangare that material information relating to the
registrant, including its consolidated subsidigrissnade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financial reipgr;, or caused such internal control over
financial reporting to be designed under our sug@m, to provide reasonable assurance
regarding the reliability of financial reportingcthe preparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

(c) Evaluated the effectiveness of the registrant’sld&ire controls and procedures and presented in
this report our conclusions about the effectiveradsbe disclosure controls and procedures, as of
the end of the period covered by this report basesluch evaluation; and

(d) Disclosed in this report any change in the regtsanternal control over financial reporting that
occurred during the registrant’s most recent fisgalrter (the registrant’s fourth fiscal quarter in
the case of an annual report) that has materiéfibgted, or is reasonably likely to materially
affect, the registrant’s internal control over fiicéal reporting; and

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluation of

internal control over financial reporting, to thegistrant’s auditors and the audit committee of the
registrant’s board of directors (or persons perfogithe equivalent functions):

(a) All significant deficiencies and material weaknessethe design or operation of internal control
over financial reporting which are reasonably §kel adversely affect the registrant’s ability to
record, process, summarize and report financiarinétion; and

(b) Any fraud, whether or not material, that involvearmagement or other employees who have a
significant role in the registrant’s internal camtover financial reporting.

Date: August 6, 2014 /s/ Kenneth J. Zagzebski

Kenneth J. Zagzebski
Chief Executive Officer
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Exhibit 31.2

Certification Pursuant to Rule 13a-14(a) or 15d-14) of the Securities Exchange Act of 1934

I, Craig L. Jackson, certify that:

1.
2.

| have reviewed this quarterly report on Form 18fQPALCO Enterprises, Inc. (the “registrant”);
Based on my knowledge, this report does not corBajnuntrue statement of a material fact or omgitéde
a material fact necessary to make the statemerde,nralight of the circumstances under which such
statements were made, not misleading with respetiet period covered by this report;

Based on my knowledge, the financial statementsoéimer financial information included in this repo
fairly present in all material respects the finahciondition, results of operations and cash floivhe
registrant as of, and for, the periods presentedisnreport;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disaie
controls and procedures (as defined in ExchangdRitts 13a-15(e) and 15d-15(e)) and internal cbntro
over financial reporting (as defined in Exchange Rales 13a-15(f) and 15d-15(f)) for the registrandl
have:

(a) Designed such disclosure controls and proceduresused such disclosure controls and
procedures to be designed under our supervisiaangare that material information relating to the
registrant, including its consolidated subsidigrissnade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financial reipgr;, or caused such internal control over
financial reporting to be designed under our sug@m, to provide reasonable assurance
regarding the reliability of financial reportingcthe preparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

(c) Evaluated the effectiveness of the registrant’sld&ire controls and procedures and presented in
this report our conclusions about the effectiveradgbe disclosure controls and procedures, as of
the end of the period covered by this report basesluch evaluation; and

(d) Disclosed in this report any change in the regtsanternal control over financial reporting that
occurred during the registrant’s most recent fisgalrter (the registrant’s fourth fiscal quarter in
the case of an annual report) that has materiéfibgted, or is reasonably likely to materially
affect, the registrant’s internal control over fiicéal reporting; and

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluation of

internal control over financial reporting, to thegistrant’s auditors and the audit committee of the
registrant’s board of directors (or persons perfogithe equivalent functions):

(a) All significant deficiencies and material weaknessethe design or operation of internal control
over financial reporting which are reasonably §kel adversely affect the registrant’s ability to
record, process, summarize and report financiarinétion; and

(b) Any fraud, whether or not material, that involvearmagement or other employees who have a
significant role in the registrant’s internal camtover financial reporting.

Date: August 6, 2014 /sl Craig L. Jackson

Craig L. Jackson
Chief Financial Officer
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Exhibit 32

Certification Pursuant to Rule 13a-14(b) or 15d-14{) of the Securities Exchange Act of 1934 and Puraat to
Section 1350 of Chapter 63 of Title 18 of the UniteStates Code as adopted pursuant to Section 906tbé
Sarbanes-Oxley Act of 2002

The certification set forth below is being subrdtte connection with the Quarterly Report on Foi@aQ for the
period ended June 30, 2014 (the “Report”) for thippse of complying with Rule 13a-14(b) or Rule 11Zb) of
the Securities Exchange Act of 1934 and Sectio® I8%hapter 63 of Title 18 of the United Statesi€o

Kenneth J. Zagzebski, Chief Executive Officer amdigL. Jackson, Chief Financial Officer of IPALCO
Enterprises, Inc. (IPALCO"), each certifies thett,the best of his knowledge:
1. The Report fully complies with the requirementsSeftction 13(a) or 15(d) of the Securities Exchange A
of 1934; and
2. The information contained in the Report fairly mets, in all material respects, the financial cbadiand
results of operations of IPALCO.

Date: August 6, 2014 /s! Kennettzdgzebski
Kenneth J. Zagzebski
Chief Executive Officer

Date:_August 6, 2014 /s/ Craig LcBaon
Craig L. Jackson
Chief Financial Officer

A signed original of this written statement reqditey Section 906 has been provided to IPALCO andbei
retained by IPALCO and furnished to the Securitied Exchange Commission or its staff upon request.
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